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Hyman Bessin 


Hyman Bessin, entrepreneur, 
philanthropist andChairman of the 
Board of Acklands, died on Feb- 
ruary 26, 1978 at the age of 67. His 
sudden and untimely death was a 
deep shock to his family and busi- 
ness associates. 

Few men achieved as much in life 
as Hyman Bessin. His accomp- 
lishments were truly remarkable. 
For 19 years, he worked arduously 
on behalf of Acklands; presiding 
over the company’stransition from 
a small Winnipeg wholesaler to 
one of Canada’s largest and most 
successful merchandisers. His 
persistence and courage, some- 
times against overwhelming ob- 
stacles, was an inspiration for all 
those who worked with him. 

He was a determined creator. He 
had numerous successes in a 
broad spectrum of commercial 
ventures. As a businessman his 
success was founded on his con- 
cern for people. In all his en- 
deavours, his warmth and human- 
ity attracted the respect and good- 
will of his business colleagues and 
employees. 


Asa philanthropist, Mr. Bessin was 
a combination of idealist and 
builder. He was founder, benefac- 
tor and trustee of several univer- 
sities, theological seminaries, 
hospitals, communal and religious 
organizations in Canada, the Un- 
ited States and in Israel. His 
philanthropic achievements were 
truly a reflection of his vision of a 
better society. 


The strength of Mr. Bessin’s 
character was inthe love and pride 
for his family and his dedication to 
religious convictions. His spirit wil! 
forever be incorporated in Ack- 
lands and his business friends and 
faithful employees will always re- 
member the achievements of this 
outstanding man. 


Acklands’ business 


Acklands is Canada’s leading in- 
dependent merchandiser of au- 
tomotive replacement parts and 
accessories. Over eighty percent 
of the company’s business is in 
the distribution and marketing of 
automotive aftermarket products 
and in the related industrial 
equipment and supplies field. 


Canada’s ‘‘aftermarket”’ is com- 
prised of the parts and equipment 
needed to service and maintain 
passenger vehicles, industrial, 
marine and outdoor power 
equipment. The company oper- 


Annual meeting 


ates from a national network of 
warehouse distribution centres, 
wholesale automotive jobbing out- 
lets and its wholesale/retail chain 
of Bumper to Bumper auto parts 
stores. 


The balance of Acklands’ sales is 
derived from the marketing and 
distribution of leisure, home enter- 
tainment and electronics products. 
Acklands employs more than 
3,400 people and supplies cus- 
tomers from 309 sales centres in 
cities and towns throughout 
Canada. 


The Annual Meeting of Acklands Limited will be held on Thursday, May 4, 1978 
at 2:30 p.m. in the Grand Ball Room East of the Sheraton Centre Hotel, 123 
Queen Street West, Toronto, Ontario, Canada. 
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sudden and untimely death was a 
deep shock to his family and busi- 
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| lishments were truly remarkable. 
For 19 years, he worked arduously 
on behalf of Acklands; presiding 
over the company’stransition from 
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success was founded on his con- 
cern for people. In all his en- 
deavours, his warmth and human- 
ity attracted the respect and good- 
will of his business colleagues and 
employees. 
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a combination of idealist and 
builder. He was founder, benefac- 
tor and trustee of several univer- 
sities, theological seminaries, 
hospitals, communal and religious 
organizations in Canada, the Un- 
ited States and in Israel. His 
philanthropic achievements were 
truly a reflection of his vision of a 
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The strength of Mr. Bessin’s 
character was inthe love and pride 
for his family and his dedication to 
religious convictions. His spirit will 
forever be incorporated in Ack- 
lands and his business friends and 
faithful employees will always re- 
member the achievements of this 
outstanding man. 


Y 
Acklands 


Financial Highlights 


Income before taxes and extra- 
ordinary item 


Income after taxes 
Including extraordinary item 
Before extraordinary item 


Earnings per common share 


Before gain on sale of fixed assets 
and extraordinary item 
Gain on sale of fixed assets 


Income before extraordinary item .. 


Net income 


Dividends paid 
Preference shareholders 
Common shareholders 


Dividends paid per common share .. 


Shareholders’ equity 
Equity per common share 
Total assets 


LOG, 


$280,446 ,097 
3,706,664 


3,127,978 
3,055,060 


215,155 
1,208,997 


.48 
43,674,811 
15.97 
$168,677,301 


“Before eliminating sales of closed branches 


Distribution of the 1977 sales dollar 


Suppliers 

Selling expense 
Employees 

Depreciation and interest 
Taxes 


Profit 


1976 


$289 ,203,489 
D507 (soak 


3,472,474 
3,304,801 


244,859 
12072596 


.48 
42,112,643 
toes 
$180,436,146 


President's report to shareholders 


It was another tough year for Ack- 
lands and for the entire automotive 
aftermarket but actions were taken 
to strengthen operations and sev- 
eral significant breakthroughs 
were achieved during 1977. 


Results Disappointing 

Sales were $270.0 million, up five 
percent from $257.5 million in 
1976, after the elimination of sales 
from closed branches. The sales 
volume of branches closed in 1977 
amounted to $10.4 million. In 1976, 
the comparable figure was $31.7 
million. These adjustments were 
made so that only sales from con- 
tinuing operations were reflected 
in the results, enabling accurate 
comparison between 1977 and 
1976. 

Pre-tax earnings were $3.7 million, 
down 37 percent from the previous 
year’s $5.8 million. These figures 
include profit from the disposition 
of real estate. 

In 1977, Acklands realized a gain 
on sale of fixed assets of nearly 

$2 million compared to $289 
thousand in 1976. Most of this gain 
resulted from the sale of excess 
property stemming from branch 
closings in 1976 and 1977. 

Gain on the sale of fixed assets par- 
tially offset losses from closed 
branches totalling $1.7 million in 
1977 and $2.7 million in 1976. 
Net income was $3.1 million or 
$1.16 per share, compared to $3.5 
million or $1.28 per share in the 
previous year. 


Opposite: 

Nathan Starr — President (sitting) 
George Forzley — Senior Vice- 
President and General Manager 


Why Earnings Declined 

Four main factors accounted for 
this year’s poor profit perfor- 
mance. They are reviewed in order 
of priority as follows. 

First, Acklands eliminated a 
number of major product lines 
which was costly. In 1977, the 
company ceased the distribution 
of Sekine bicycles, Volvo outboard 
engines and Lund boats. The 
prairie franchise for Mercury Out- 
board Engines and parts was lost. 
Our record and pre-recorded tape 
division was wound down and li- 
quidated. In Alberta, the T.V. and 
White Goods Division was closed. 
The last of the ‘‘Actron” home en- 
tertainment inventory was sold or 
written off. The air-cooled engine 
division, severely weakened by the 
loss of the Briggs & Straton Engine 
line, was sold and the Eastern Can- 
ada Machine Tool Division was re- 
organized. In all cases, expenses 
and losses associated with liquida- 


tion were absorbed as they occurred. 


Some of these lines were elimi- 
nated on the company’s own voli- 
tion. In the case of others, Ack- 
lands was subject to the dictates of 
the manufacturers, who chose to 
cancel exclusive distribution 
agreements. 


Although these were all outstand- 
ing products, financing their dis- 
tribution absorbed a great deal of 
Capital. They were expensive to 
warehouse, distribute and market. 
Margins were not as attractive as 
those for automotive parts and we 
were highly vulnerable to caprici- 
ous Consumer demand for big tic- 
ket items. 

Closing out these lines cost 
money. In some cases, in order to 
dispose of inventory, we cut prices 
drastically. Fixed assets necessary 
to handle these lines had to be writ- 
ten off. A great deal of valuable 
management time was required in 
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the clean-up process. However, the 
task has been completed and con- 
siderable capital has been freed up 
for other, more profitable uses. 
Secondly, our pruning of substan- 
dard operations continued during 
1977.We closed 49 branches, 34 of 
them in Ontario and Quebec. Over 
a two year period, Acklands has 
shut down 83 locations. 

This has been an aggressive con- 
solidation program, heightened by 
the company’s decision to 
rationalize its business mix and 
corporate policy decisions relating 
to minimum profit returns. We 
want to ensure a stable base for 
future expansion and thus are 
either closing or re-organizing all 
those operations which have failed 
to generate acceptable profits. By 
the end of this year, all continuing 
operations should be profitable. 
Branch closings are very expen- 
sive. Inventory must be cleared. 
Staff have to be relocated. Leases 
must be paid or the real estate sold, 
and fixtures liquidated. Once 
again, valuable management at- 
tention must be devoted to non- 
profit activities. All costs relating to 
closures during 1977 were fully ex- 
pensed during the year. 

Third, our leisure and home enter- 
tainment sales were severely af- 
fected by slow demand. Lawn care 
equipment sales were very weak, 
as were stereo and audio equip- 
ment sales. Television sales were 
also hard hit by tariffs and the de- 
cline in exchange rates, both of 
which cut into sales and gross 
margins. 

The Leisure Division has been re- 
structured following the loss of 
major exclusive products men- 
tioned earlier. There are encourag- 
ing signs for this product group. 
Several lines increased their mar- 
ket share despite sagging sales in 
the industry as a whole. Costs have 


also been greatly reduced and the 
Division remains profitable. 
Finally, substantial development 
costs were incurred for our entry 
into retailing, particularly for Auto 
Place, our new auto parts and ser- 
vice subsidiary. 


Keeping Our Promises 

Not all the news was negative, 
however. Acklands made progress 
on several fronts, in keeping with 
policy decisions already an- 
nounced to our shareholders. 
The most important development 
is our penetration of the automo- 
tive parts retail market. Two differ- 
ent programs have been estab- 
lished — Bumper to Bumper and 
Auto Place. These are reviewed 
later in this report. 

Acklands’ management has rec- 
ognized for some time that retail- 
ing in the automotive aftermarket 
is the key to higher returns for our 
shareholders. Retailing offers bet- 
ter profit margins and the oppor- 
tunity for faster growth. It has the 
advantages of eliminating escalat- 
ing expenses associated with 
sales calls, product delivery 

and the financing of receiva- 
bles. Retailing will improve our 
earnings and our return on in- 
vested capital. The decisions have 
been made and Acklands is fully 
committed to becoming a com- 
plete merchandising company, 
encompassing both wholesale 
and retail. The benefits should be 
evident as early as 1979. 

A second important objective — 
lower inventories — was also 
achieved in 1977. Inventories were 
cut by $8.0 million,or nine percent, 
despite an increase in sales. In- 
terest expense was reduced by 14 
percent during the year. Accounts 
receivable are in excellent shape 
and the company’s debt structure 
is lower. Our balance sheet is con- 


siderably stronger than it was a 
year ago. 

In line with policy, Acklands is in- 
creasingly concentrated in au- 
tomotive and industrial markets, 
where the greatest strength of the 
company lies. In 1977, these au- 
tomotive and industrial products 
accounted for 83 percent of total 
sales, up from 62 percent in 1973. 
The current mix of inventories also 
reflects this trend. The result is a 
tighter, more efficient company 
capable of higher returns. 
Rationalization of product lines 
will continue in 1978. 

Although 49 branches were closed 
last year, 26 were opened — evi- 
dence that expansion into new 
markets continues at the same 
time as consolidation of existing 
operations. Our stated policy is to 
establish new facilities where 
economic development is 
strongest and therefore, 13 of 
these openings occurred in Al- 
berta, assuring Acklands of profit- 
able participation in large new re- 
source development projects. 
Further expansion is planned in 
1978 to assure capturing a larger 
share of growth markets. 
Acklands made great strides in 
computerization during 1977. Out- 
side consultants completed the 
design of a fully integrated man- 
agement information system for 
inventories, invoicing and ordering 
which will eventually include all 
branches and warehouses in our 
network. Implementation is now in 
progress; both the H. C. Paul (leis- 
ure goods) Division and the Win- 
nipeg Head Office, are now on 
stream. This multi-million dollar 
system will help to maintain op- 
timum inventories, locate product 
within the system and provide ac- 
Curate, up-to-date information on 
profit margins. Better sales and 
profits will result, although the 


benefits will not be evident until 
1980. 

Mechanization of warehousing 
reached a new level of excellence 
with the opening last year of our 
new Regina warehouse. Probably 
the most modern anywhere in 
Canada, this facility has been de- 
scribed in trade journals as one of 
the most functional in the industry. 
Total area, including a mezzanine, 
is 74,000 square feet. It contains six 
separate profit centers, all using 
the same storage and handling sys- 
tem, for maximum utilization and 
efficiency. 


Planning Objectives Established 
Acklands has undergone enorm- 
ous changes in the past few years. 
From wholesaler to merchandiser. 
From fragmentation and small 
scale operations to consolidation 
and economical size. From decen- 
tralized, manual systems to cen- 
tralized, high technology man- 
agement controls. From diverse 
and unrelated product distribution 
to rationalized, concentrated 
specialization in fewer product 
lines. 


These developments have occur- 
red simultaneously and the short 
term effect has been to interrupt 
the upward curve in sales and pro- 
fits. But these changes are neces- 
sary for survival and improved re- 
turns in the 1980's. 

Increased costs of energy and 
transportation, higher property 
taxes and labour rates, point to the 
need for significant changes in 
merchandising. Distribution costs 
have been growing disproportion- 
ately to those in manufacturing 
and this imbalance must be re- 
dressed in the form of higher pro- 
ductivity and improved efficiency 
by national merchandisers such as 
Acklands. We are responding to 
‘this challenge. 

By the end of 1980, we expect to 
have 90 percent of total sales from 
automotive and industrial pro- 
ducts and 25 percent of those sales 
from retail customers. Our growth 
will be largely internal — mostly 
stemming from increased sales in 
existing branches where retail and 
wholesale functions have been 
combined. 

Growth will be partly financed by 
the elimination of all 
uneconomical product lines and 
the disposition of redundant and 
surplus assets resulting from 
consolidation and closure of 
marginal branch operations. 

The effect of these policies, to- 
gether with further progress in the 
application of new computer and 
materials handling technology, 
should achieve the levels of effi- 
ciency and productivity we need to 
reward our shareholders ade- 
quately. Acklands’ management 
will continue to make every effort 
to produce better profit results. 


A Note of Appreciation 
Despite all the changes that have 
taken place, our employees, 


customers, suppliers and 
shareholders have remained very 
supportive and loyal. We thank 
you for your patience and 
understanding. 

Acklands lost two important mem- 
bers of its executive team in recent 
months. The passing of our Chair- 
man, Mr. Hyman Bessin, was a 
deep and sudden shock to all of us. 
We miss him deeply. 

Mr. Frederick Wilks, a Director 
since 1974, died in December of 
last year. From its early stages, Mr. 
Wilks played an important role in 
financing Acklands’ growth. His 
counsel and wisdom weregreatly 
appreciated by his fellow Direc- 
tors. 


Outlook for 1978 

The prospects for the Canadian 
economy as a whole are not en- 
couraging. Inflation continues 
while unemployment has risen. 
Real economic gains have fallen 
and capital spending is still at de- 
pressed levels. Phasing out AIB 
controls this year — which the fed- 
eral government has promised — 
will help business confidence but 
prospects are far from optimistic. 
Improvement in Acklands’ perfor- 
mance will come from greater effi- 
ciency of operations and expan- 
sion into new areas of business not 
from general economic condi- 
tions. This is a stern test of our 
management capabilities and our 
decision to penetrate retail mar- 
kets. Nonetheless, we cautiously 
anticipate that these two factors 
will generate higher earnings for 
Acklands in 1978. 
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NATHAN STARR 
President 


Toronto, Canada 
March 1, 1978 


Financial Review 


Although profits were depressed in 
1977, Acklands did manage to 
achieve some important financial 
goals during the year. The most 
notable was reduction in inventory 
levels which helped to reduce bank 
advances and interest charges. 
For the year ended November 30, 
1977, inventories were cut back by 
$8.0 million or 8.6 percent, short 
term bank advances were reduced 
by $1.6 million and interest ex- 
penses declined 14.3 percent to 
$10.1 million. 


Common Shareholders’ Equity 
Equity per common Share was 
$15.97 at year end, up from $15.27 
in the prior year and $9.91 in 1973. 
Over a five year period, common 
shareholders’ equity has increased 
by 61 percent. 


Common Shareholders’ Equity 


($ Millions) 
1976 1977 


Total Shareholders’ Equity . 42.1 43.7 
Less: 
Value of Preferred Shares .. EV 7/ ie) 


Common Equity 38.4 40.2 
Equity per Common Share . $15.27 $15.97 


Common shareholders’ equity to- 
talled $40.2 million, up $1.8 million 
Or 5 percent from 1976. Long term 
debt declined by $2.1 million or 5.9 
percent. Acklands’ debt (including 
the value of preferred stock) to 
common shareholders’ equity ratio 
improved to 94:1 last year from 
104:1 in 1976, reflecting additional 
strengthening in the company’s 
balance sheet. 


Return on Equity 

For the third consecutive year, re- 
turn on equity (before gain on sale 
of fixed assets and extraordinary 
item) declined from the 22.2 per- 


Sales* 


oe Millions) 


1973 1974 1975 1976 1977 
*Before eliminating sales of closed branches 


Pre-Tax Income from Operations* 


isl: Millions) 


1973 1974 1975 1976 LOA? 
“Before gain on the sale of fixed assets and extraordinary item 


Common Shareholders’ Equity Tota! and Per Share 


($ Dollars) 


1973 1974 PENS LG USOT 


Return on Common Shareholders’ Equity* 


(Percentage) 


20 


1S 


10 


1973 1974 1975 1976 1977 
*Before gain on the sale of fixed assets and extraordinary item 


y 
Acklands 


cent record high achieved in 1974. 
With the re-structuring of company 
operations over the past two years, 
this deterioration is expected to re- 
verse itself in the current year. 


Return on Equity 


($ Millions) 

1973 1974 1975 1976 1977 
SOU) cosccoo: 24.6 29.5 36.4 38.4 40.2 
Re tuinniene a Ave (as) (Sas) S0) aN 
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Capitalization 

At year end, Acklands’ total 
capitalization of $78.1 million was 
made up of $40.2 million in 
shareholders’ equity, $3.5 million 
in preferred stock and $34.4 million 
in long term debt. For the first time 
in many years, common sharehol- 
ders’ equity exceeded 50 percent 
of total capitalization. 


Capitalization at Year End 


$ Millions Percentage 
1977 1976 1977 1976 
Common Equity 40.2 384 515 48.9 
Preferred Stock 3.5 3.7 4.5 4.7 
Long-Term Debt 34.4 365 440 46.4 
78.1 78.6 100.0 100.0 


Financial Position 

Working capital at November 30, 
1977 amounted to $46.2 million, a 
slight decrease from the previous 
year. The ratio of current assets to 
current liabilities improved to 
1.51:1 from 1.46:1 in 1976. Cash 
flow from operations (net income 
plus depreciation) amounted to 
$2.6 million and the sale of real es- 
tate generated $5.2 million. While 
$2.8 million was added to long term 
debt, nearly $5 million was paid 
off. Dividends amounted to $1.4 
million and $4.4 million was allo- 
cated to capital expenditures. 
Total invested capital, including 
minority interest in subsidiaries, 
was $135.5 million at year end, 


down $4.1 million from 1976. Pre- 
tax return on average invested cap- 
ital was 8.6 percent for the year. 


Sales 

Consolidated sales volume, after 
eliminating results of closed 
branches, was $270.0 million in 
1977, up $12.5 million or 5 percent 
over 1976. Sales of closed 
branches were $10.4 million, com- 
pared to $31.7 million the previous 
year. Actual sales volume, before 
adjusting for closed branches, was 
$280.4 million, down 3 percent 
from 1976. 

Steady demand for automotive and 
industrial products tended to bal- 
ance out the effects of weak con- 
sumer demand for leisure and 
home entertainment products. 
Acklands’ ability to maintain sales 
volume, in spite of aweak economy 
and product line disruptions, un- 
derscores the fact that the com- 
pany has a well-balanced business 
mix, allowing it to draw sales and 
profits from a wide range of con- 
sumer and business customers in 
many geographical markets. This 
underlying strength, developed 
over recent years, will allow Ack- 
lands to grow more rapidly in the 
future than it has in the past. 


Inventories 


At the end of fiscal 1977,Acklands’ 


investment in inventories stood at 
$84.2 million, an $8 million reduc- 
tion from the previous fiscal year. 
Sales were 3.1 times average in- 
ventory, about the same as 1976. 
Inventory turnover averaged 2.6 
times, slightly better than the year 
before. 


Earnings per Common Share 


(RR Before gain on sale of fixed assets & extraordinary item 


(EA Including gain on sale of fixed assets & extraordinary item 
4 ($ Dollars) 


1974 
1975 
Profit Margins* 
ead Net Profit Margin | Pre-tax Profit Margin 
10 tase) a | Operating Profit Margin 


*Before eliminating sales and selling costs of closed branches 
and before gain on the sale of fixed assets and extraordinary item. 


Quarterly Pre-Tax Profit ($000's)* 


1973 174 | 1051 | 089 
1974 1,826 2,570 3,166 6,449 14,011 
1975 ay voy 2,952 2,990 7,147 15,247 


1976 2,695 1,507 5,988 
vo) as roo | 1786 


1st Quarter 2nd Quarter 3rd Quarter 4th Quarter Year 
*Before gain on sale of fixed assets and extraordinary item 


Quarterly Sales ($Millions) 
Before eliminating sales of closed branches 


1977 736 | 2804 


1st Quarter 2nd Quarter 3rd Quarter 4th Quarter Year 
Quarterly Dividends per Common Share 


1st Quarter 2nd Quarter 3rd Quarter 4th Quarter Year 
Market Price of Common Shares 


1976 
Low High Low 


14% 13% 
: 
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Interest Expense 

Interest charges in 1977 declined 
by $1.7 million or 14.3 percent from 
the previous year. This was owing 
to a reduction in short-term bank 
advances caused by lower inven- 
tory levels and a continuing pro- 
gram of paying down long-term 
debt. Lower interest rates were 
also a factor. 


Taxes 

A lower tax rate resulted from 
recognition in the accounts of 
losses being carried forward in cer- 
tain subsidiaries and the benefit of 
an inventory tax credit allowing 
deductions for income tax pur- 
poses. Income taxes were $652,000 
InzO7 7: 


Dividends 

In 1977, dividends on the 
company’s common stock re- 
mained at 48¢, paid in equal quar- 
terly amounts of 12¢ per share. 
Acklands has followed a policy of 
paying a dividend equal to 20 per- 
cent of net profit available to com- 
mon shareholders. Over the past 
two years, the payout has been 
greater, due to returns being lower 
than those consistent with previ- 
ous years. Management antici- 
pates a resumption of earnings 
growth in 1978 and this policy is 
expected to fall back into line. Ack- 
lands appreciates its shareholders’ 
need for profit distribution. The. 
company will continue to review 
the dividend in relation to profits. 


Earnings Growth of Total Assets 
Branch closings and the cost of ($ Millions) 
consolidation were largely respon- 999 
sible for the poor profit perfor- 
mance of 1977. Despite inflation, 
gross profit margins remained at 
32.1 percent in 1977, nearly equal 
to the 32.0 percent achieved in the 
previous year. This was mainly due 
to disposing of discontinued pro- 
duct lines and stiff competition in 
the face of shrinking consumer 
and business demand. 

A squeeze on wholesaler margins 
has also been evident in the past 
several years. Expenses have in- 
creased faster than prices, reflect- 
ing the impact of the A.I.B. and the 
relatively higher rate of inflation in 
such services as transportation 
and warehousing which are critical 
to wholesale merchandisers. Be- 
cause of the A.I.B. regulations, 
prices were not raised 

unless there was a correspond- 
ing increase in the cost of goods 
sold, and therefore higher operat- 
ing costs had to be absorbed with- 
out the benefit of higher selling 
prices. 

In 1977, earnings from operations 
available to common sharehold- 
ers, declined by 68 percent over 
the previous year, slipping from 
$1.10 to $.35 per share. 


Earnings Summary 


($ Millions) 
1973 1974 


Net Income from Operations 4.2 6.5 
Less Preferred Dividends 5o) aS 
Net Income from Operations 

available to common 

shareholders 
Earning per share 

from Operations 
Earning per share including 

gain on the sale of fixed assets 

and extraordinary item 
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Auto Place for Service 
and Parts 


Auto Place is a new Acklands re- 
tail venture. Two outlets have been 
opened in Metro Toronto. Two 
more are planned for 1978. 

Auto Place is a combination retail 
store and car service depot. It car- 
ries more than 7,000 automotive 
products in an area of about 
15,000 square feet. 

Six service bays, each with its own 
trained mechanic, provide expert 
repairs with the help of 
computerized diagnostic 
equipment. Auto Place varies from 
Bumper to Bumper in that it com- 
bines parts and service in one lo- 
cation. It differs from other 
retail/service stores because it 
sells transportation related prod- 
ucts only. Auto Place caters to the 
mobile public. 


The Auto Place idea recognizes 
the advantage of scale, which 
makes sophisticated equipment 
economical. It also trades on the 
benefits of specialization: every- 
thing from the training of staff to 
selection of inventory is designed 
to keep cars on the road. 


Consumers can get good advice, a 
broad range of competitively 
priced parts and specialized repair 
service for their automobiles. 

The first two outlets haven't been 
open long but results are en- 
couraging. Advertising backed up 
by expert service has successfully 
attracted a strong customer fol- 
lowing. 


Left: 
Pictured is the Auto Place store on 
O’Connor Drive in Toronto. 
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Operations Review 


Automotive Products 

Automotive products increased 
their share of Acklands’sales to 57 
percent in 1977, rising to $160.8 
million from $158.7 million in 1976. 
Demand for auto parts and acces- 
sories remained reasonably strong 
overall, but branch closings and 
reorganizations inhibited sales 
and profits in this product group. 
Most of the consolidation took 
place in Ontario. Closures were a 
result of earlier rapid expansion in 
Eastern markets and a subsequent 
deterioration in consumer and bus- 
iness demand. 

In Ontario, the Eastern and Central 
Automotive Divisions were com- 
bined and a total of 30 branches 
were shut down. To boost morale, 
considerable time and attention is 
now being devoted to motivational 
training of branch managers and 
sales personnel. Internal audit staff 
are also concerning themselves 
with teaching management and 
operation techniques at the branch 
level. 

The Ottawa M.A.W. auto parts dis- 
tribution center was converted to 
the Moto-Rite program to expand 
business. Moto-Rite works on a 
co-op membership basis for 
wholesale jobbers. It’s expected 
that this move will attract more 
Eastern Ontario jobbers to our au- 
tomotive warehouse program and 
strengthen Acklands’ position in 
this market. 

In Quebec, expenses increased 
dramatically while sales were rela- 
tively flat. Strong competition and 
a weak local economy (following 
the end of the Olympics) squeezed 
profit margins and created losses 
in a number of branches. Four lo- 
cations were closed during the 
year. 

In Saskatchewan, Acklands 
opened Canada’s most automated 
warehouse, capable of serving 
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Analysis of Sales by Product Group 
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over 1500 customers. It includes a 
showroom, a machine shop, an 
elaborate communication system 
and more than 1300 feet of con- 
veyor belts. Designed to house 
48,000 different products, this 
facility has over four miles of spe- 
cial shelving, photo electric tote 
boxes to carry parts from the shelf 
to the conveyors and 1200 feet of 
pneumatic tubing to take paper 
work from seven terminals to 12 
office locations. Sales in this pro- 
vince should respond favourably to 
this new distribution center. 
Several branches were opened in 
Saskatchewan and a new 
warehouse Is under construction 
in the city of Weyburn to accom- 
modate business in that trading 
area. This facility should be com- 
pleted in August of this year. 

In Alberta, plans have been formu- 
lated in order to serve the new 
pipeline. Additional facilities will 
probably be required. Most of the 
supplies for the gas pipeline will 
be hauled by truck along the 
Alaska Highway, which should 
create a large new market for the 
Alberta Automotive Division. 


Western Automotive Rebuilders, 
Acklands’ auto parts remanu- 
facturing subsidiary, experienced 
poor sales in the beginning 

of 1977, but demand returned to 
normal towards year end. The 
Montreal Engine Rebuilding plant 
should operate at near capacity 
levels in 1978, reflecting the up- 
grading of facilities and manufac- 
turing standards. New accounts 
were opened in 1977 with major re- 
tailers and a new depot has been 
established in Moncton to service 
the Maritimes. Ontario’s inven- 
tories of rebuilt products have 
been consolidated into a central 
distribution center. Results for this 
division should be much improved 
in 1978. 
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Overall the automotive parts net- 
work is in much stronger shape 
than it was a year ago. Weak opera- 
tions have been mostly eliminated, 
inventories have been consoli- 
dated and marginal product lines 
have been dropped. Attention will 
now be focussed upon conversion 
of 150 existing operations to sell 
retail as well as wholesale under 
the Bumper to Bumper program. 
Independent automotive 
wholesale customers are being 
asked to convert their existing lo- 
cations and open new outlets 
under Bumper to Bumper. This will 
strengthen our automotive 
warehouse distribution business. 


Industrial Products 

Demand for industrial products in 
1977 was moderately steady. In- 
dustrial sales accounted for 26% of 
Acklands total volume, rising nine 
percent from the previous year. 
This product group is tied very 
closely with capital spending and 
the economy. Canada’s industrial 
Capacity has been eroded in recent 
years by comparatively rapid esca- 
lations in labour rates, insufficient 
investment and uncertainty con- 
cerning government economic 
policy. To offset these difficulties 
and generate greater sales, Ack- 
lands put emphasis on Alberta and 
the Canadian Northwest where 
capital spending intentions are 
buoyant. In Alberta, five industrial 
branches were opened and eight 
others moved to larger quarters 
last year. 


The Ontario Machine Tool Division 
and Union Tool and Machine, a 
Toronto subsidiary, were 
combined in 1977. Inventories in 
the Calgary Machine Tool Division 
were transferred to Edmonton. 
This consolidation is expected to 
reduce expenses and maximize 
Current investment in costly 
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product. The market for machine 
tools has been weak for three 
successive years; most of this 
equipment is imported and 
devaluation of the Canadian dollar 
will likely hinder sales further. 


A number of industrial branches 
were merged in Ontario during the 
year and two Toronto warehouse 
locations were combined. 
Westward Distributors, Acklands’ 
importing arm for hand tools and 
industrial equipment, opened a 
branch in Quebec City. This divi- 
sion has reorganized its importing 
procedures for tighter control. 
Vancouver is now a central for 
product imported from the Orient 
and Toronto for imports coming 
from Europe. It’s expected that this 
move will result in lower inventory 
levels by eliminating duplication 
and cutting down on shipping and 
transportation expense. 

A serious problem for Westward 
and Acklands generally is the de- 
Clining value of the Canadian dol- 
lar. Acklands imports about $20 
million in products from countries 
around the world. Also, the 
company’s domestic suppliers de- 
pend heavily on imported raw mat- 
erials. The volatility of the dollar 
not only affects our competitive- 
ness and cost structure, but also 
plays havoc with pricing and profit 
margin maintenance. 

Although a relatively unprosper- 
ous year for industrial Supplies and 
equipment, expansion is being 
pursued in carefully selected mar- 
kets. Property has been purchased 
for a large new distribution center 
in Burnaby, British Columbia, and 
in Saskatchewan, equipment ren- 
tal operations are being expanded. 
The outlook for industrial products 
in 1978 is mixed. No upsurge in 
demand can be expected in East- 
ern Canada, judging from continu- 
ing weakness in capital spending 


intentions. However, continuing 
emphasis on the western Canadian 
market — especially Alberta — 
should lead to better results this 
year. 


Leisure Products 

Sales for this product group were 
down Sharply in 1977 as a result of 
discontinued product lines. Vol- 
ume totalled $22.9 million com- 
pared to $31.5 million in 1976. 
Leisure products accounted for 8 
percent of total company sales last 
year. 

The loss of the Mercury outboard 


“engine and Lund boat lines, re- 


ported in last year’s annual report, 
is reflected in 1977 results. These 
products were major contributors 
to sales and profits in the H. C. Paul 
Division, Acklands’ main leisure 
goods subsidiary. Combined, they 
accounted for over $8.0 million in 
sales volume. 

In British Columbia, due to the loss 
of both the Mercury and Evinrude 
Outboard Engine franchises, two 
specialty divisions are being con- 
solidated into one Vancouver loca- 
tion. 


Distribution of Sekine bicycles was 
phased out. Because of the com- 
petitiveness of the market, margins 
were too low to support a dis- 
tributor. Acklands advised the fac- 
tory that it was in their best interest 
to sell direct to dealers. Acklands 
decided not to proceed with dis- 
tribution of the Volvo outboard en- 
gine line due to heavy promotional 
expenses needed to establish a 
market for the product. 
Powertown, Acklands’ leisure 
goods retailing subsidiary, had a 
tough year. To generate traffic, 
this operation spent heavily on 
advertising and promotion. 
Powertown merchandises only 
high priced, high quality leisure 
goods such as snowmobiles. 
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boats and motorcyles. Weak 
consumer demand for big ticket 
items inhibited sales and profits. 
Despite all the upheavals, the H. C. 
Paul Division remained profitable 
in 1977. This operation has been 
quickly reorganized to recoup its 
market position. It is the first divi- 
sion to have Acklands’ computer 
system installed, which will afford 
better controls both in administra- 
tion and in marketing. 

New product lines are also being 
developed. Glastron boats, Scorp- 
ion snowmobiles and an expanded 
line of Yanmar tractors are new 
franchises which are performing 
well. In addition, H. C. Paul Limited 
has obtained distribution rights for 
Honda outboard engines for Man- 
itoba and Saskatchewan. 

These revolutionary outboards fea- 
ture a four-cycle, water-cooled en- 
gine which injects no oil fumes into 
the underwater exhaust. Operation 
is quieter and smoother as well. 
The leisure product group has now 
experienced the full impact of lost 
sales resulting from discontinued 
lines. Performance should improve 
considerably in 1978, even if con- 
sumer demand does not expand 
significantly during the year. 


Left: 

Auto parts are now being sold off the 
shelf in grocery store fashion. Here a 
customer shops at one of Acklands’ 
new Auto Place outlets. 
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Electronics Products 
Across the Acklands network, 1977 
was a difficult year for electronics 
and home entertainment opera- 
tions. For the first time in many 
years, the Major Appliance Division 
suffered losses reflecting poor 
demand and tough competition in 
: the market for Zenith televisions. 
(ithe AT é : all Declining exchange rates and the 
rt TT an” ANY |) tariff structure onimported Zenith 
é chs ; products added to the problem. To 
boost sales, specials were intro- 
duced and more dealer promo- 
tions were organized. In British 
Columbia, allocation of new home 
entertainment products in the 
Major Appliance Division had to be 
cut back to bring inventories into 
line. 
In Alberta, the Major Appliance 
Division, which formerly distributed 
Quasar televisions exclusively in 
the province, was phased out. The 
Record Division was also closed. 
Acklands no longer markets 
records and pre-recorded tapes. 
However, the Canadian 
Electronics Division, consolidated 
last year, fared relatively well due 
to improved efficiency. 
In Manitoba, operations were 
tightened and overheads reduced 
substantially. The Canadian Elec- 
tronics and Dominion Electric Di- 
visions are being merged, which 
will allow more efficient use of 
inventory and facilities. 
As mentioned earlier, the last of 
Acklands private labelhome enter- 
tainment equipment “‘Actron” has 
been sold. 
Overall, the electronics products 
group registered sales of $22.1 
million compared to $30.4 million 
in 1976, accounting for 8 percent of 
Acklands’ total sales in 1977. 
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Left: 

Retailing industrial supplies and 
equipment at an Acklands location in 
Toronto. 


“== BUMPER TO BUMPER. 


“auto parts professionals” 


Auto Parts Stores & Service Centers 


Going Retail 


A wholesaler for nearly 90 years, 
Acklands is expanding into retail. 
In fact, the company is creating 
what will be one of the largest re- 
tail chains in Canada — with as 
many as 250 stores — expected in 
just a few years. There is nothing 
tentative or experimental about 
the push into retail. Acklands is 
firmly committed. 


Why would a large, established 
company — the biggest 
warehouse distributor of auto 
parts in the country — decide to 
make such a fundamental change 
in its business? There are several 
important reasons behind the 
move. 

e Service stations are being forced 
out of business by self-service 
gasoline outlets and increased 
competition from the service bays 
of large retail chains. Thus, Ack- 
lands’ traditional customer base is 
being eroded. 

e The do-it-yourself repair market 
continues to grow. More and more 
motorists are buying and installing 
parts themselves. They no longer 
rely exclusively on professional 
service. This is business that once 
went to service stations and gar- 
age customers. 


e Increasingly, motorists are being 
attracted to nationally advertised 
automotive parts and service spe- 
cials offered by the retail chains. 
They perceive that prices and ser- 
vice offered by these merchandis- 
ers are superior. 

e Profit margins at the wholesale 
level are continually being 
squeezed. The cost of labour, 
warehousing, transportation and 
financing are rising faster than 
sales and price increases. 
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Recognizing these factors, Ack- 
lands began to search for the best 
possible way to combine retailing 
with its wholesale operations. Var- 
ious alternatives were explored 
and Bumper to Bumper was the 
option chosen because it will en- 
able Acklands to build within its 
existing framework. 


The Canadian Birth 
Of Bumper to Bumper 


Bumper to Bumper is what the in- 
dustry terms programmed dis- 
tribution. It is a partnership be- 
tween service stations, wholesale 
jobbers and Acklands, the 
warehouse distributor. The part- 
nership spells out what each par- 
ticipant must do to improve sales 
and service. 


What are the key ingredients? 
First, conversion of jobber 
wholesale outlets into bright, 
modern retail stores. Second, the 
selection of eight to ten special of- 
fers every year. Third, advertising. 
Motorists take advantage of the 
program in two ways. They can 
buy auto parts from Bumper to 
Bumper jobbers at competitive 
prices and do their own repairs. 
Or, they can drive into an au- 
thorized service center and get the 
same advertised specials plus the 
services of a skilled mechanic. The 
product promotions are available 
at both types of outlets. 

To make the program work, jobber 
stores need a clean look, profes- 
sional retail displays and trained 
counter salesmen. Acklands pro- 
vides these necessities as well as 
financial and managerial assis- 
tance. Jobbers in turn encourage 
their service station customers to 


join Bumper to Bumper and sup- 
ply advertised specials and 
promotional materials. Jobbers 
also advise on pricing and repair 
procedures. Acklands looks after 
distribution, selects the specials 
and arranges the advertising. 


Does Bumper to Bumper work? 
Without question. The program 
has been a complete success in 
the U.S. since its inception four 
years ago. Jobbers have increased 
their sales and profit margins. Ex- 
perience in the U.S. has also 
proven that retailing auto parts 
does not affect wholesale volumes 
adversely. And service station par- 
ticipants have been able to in- 
crease their repair volumes and ef- 
ficiency. 


Bumper to Bumper works for the 
following reasons: 


e The program capitalizes on the 
jobber’s product expertise. The 
do-it-yourself motorist wants ad- 
vice, a place to go where he can 
talk about his car. Jobber sales 
staff have this intimate knowledge 
of cars and car parts. Sales clerks 
in department stores do not. 


e It has the advantage of the 
jobber’s wider range of products. 
Other retailers provide only fast- 
moving items but many motorists 
want more; they are expanding 
their needs to include more 
sophisticated repair work. 


e Bumper to Bumper uses existing 
staff, facilities and inventories, 
making them more productive 
while incurring relatively little ad- 
ditional expense. 

e It combines the strengths of 
small businessmen who own and 
manage their own shops with the 


benefits of big business — pooled 
advertising, a national identity, 
and sophisticated management 
systems. 


e Bumper to Bumper means lower 
prices and more professional ser- 
vice for the consumer. 


Implementation is proceeding ata 
rapid pace. Sixty stores are al- 
ready open or in the conversion 
process. The first promotion will 
be offered this spring. Acklands 
has selected 150 of its company 
owned jobber outlets for conver- 
sion to wholesale/retail. A further 
100 independent jobbers have 
made a commitment to join 
Bumper to Bumper. Hundreds of 
others have shown enthusiastic in- 
terest in the program. 


Bumper to Bumper is a first for 
Acklands and for Canada. Itis a 
proven commodity which the mar- 
ket needs and which the industry 
supports. It is a vehicle for Ack- 
lands to increase sales and im- 
prove profit margins. 


Left: 
The new Bumper to Bumper store in 
Mississauga, Ontario. 


is 


sa 


“== } BUMPER TO BUMPER. 


| 9 “auto parts professionals” 


The Bumper to Bumper Story 


Bumper to Bumper is a com- 
prehensive marketing, advertising 
and sales promotional program. It 
is designed to raise gross profits 
for automotive wholesale jobbers 
by building up retail trade while at 
the same time,increasing business 
with service station and garage 
customers. 


Retail Identification 


Bumper to Bumper provides a total 
package of interior and ex- 

terior store identification. Inside — 
red, white and blue striped peg- 
board, wall board and logo boards 
decorate the store. Posters inform 
customers about current sales 
promotions, special offers and new 
lines of merchandise. Windows and 
floors all have an attrac- 

tive, consistent look. 


On the outside — red, white and 
blue colours clearly identify the 
building as a Bumper to Bumper 
store. The unique trade mark is 
featured prominently on exterior 
and interior illuminated signs. 


Merchandise is price-marked and 
openly displayed. In-store mer- 
Chandising aids, such as T-shirts, 
Caps and jackets are utilized by 
store personnel to promote the 
name to customers. f 


The Bumper to Bumper One AE SHS E 


fh a bis a 
: - st Bumper to Bumper 
Authorized Service Dealer stores in Ontario was opened by Parks 


The Bumper to Bumper package Automotive in Unionville. Reviewing 


Bumper to Bumper merchandising and 
promotional aids are Jay and Tae 
Un Park. 


includes educational tools for the 
automotive jobber which sell the 
program to service station and 
garage customers. Trade advertis- 
ing is also used extensively to en- 
courage dealers to join Bumper to 
Bumper. 


A film and brochure explain what 
Bumper to Bumper can do for the 
dealer. These sales aids spell out 
how Bumper to Bumper’s sales 

promotion and advertising thrust 
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BUMPER TO BUMPER 


can help them successfully meet 
competition. 

The Bumper to Bumper 
philosophy maintains that au- 
tomotive wholesale jobbers and 
service dealers must work to- 
gether to compete effectively. 
Jobbers must sell parts, not just to 
dealers but to the fast growing 
self-installer market as well. 
Dealers must sell expert service 
and their price of parts has to be 
competitive. Bumper to Bumper 
provides dealers with product 
specials that will bring traffic into 
their bays and keep customers 
coming back. 


Dealer Identification 


To identify themselves as Bumper 
to Bumper authorized service cen- 
ters, dealers display Bumper to 
Bumper signs and banners as well 
as promotional posters. The 
dealer and his personnel wear 
Bumper to Bumper shirts and 
jackets. Merchandising aids such 
as pens, lighters and keychains, all 
with the Bumper to Bumper logo, 
are available for distribution to 
customers. This identification 
helps the motorist to associate the 
dealer with Bumper to Bumper 
and the advertised Bumper to 
Bumper sales promotions. 


Bumper to Bumper takes an aggres- 
sive approach to attract the motoring 
public. Television, radio, newspaper 
and billboard advertising features 
brand name automotive products at 
highly competitive prices. It’s a total 
advertising effort designed to create 
traffic and stimulate sales in every 
Bumper to Bumper location. 


Acklands officially launched Bumper 
to Bumper on December 13, 1977. Pic- 
tured at left is President Nathan Starr 
discussing Bumper to Bumper at a To- 
ronto Press Conference. 
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Directory 


Board of Directors 


Philip Ashdown, Provincial 
Judge, Winnipeg 

*Hyman Bessin, Chairman of the 
Board, Toronto (deceased 
Feb. 1978) 

Moshe Bessin, President, 
Mindy’s Limited, Toronto 
*Donald E. Boxer, Director, 
Burns Fry Limited, Toronto 
Michael H. Caine, Director, 
Booker McConnell Ltd., 

London, England 


Donald Carr, Q.C., Senior Partner, 


Goodman & Carr, Toronto 
*Daniel W. Casey, Retired 
Banking Executive, Toronto 
Jacques Douville, Executive 
Vice-President & Director 
General, Banque Canadienne 
Nationale, Montreal 
*George Forzley, Senior Vice- 
President and General Manager, 
Vancouver 
Herman Kahn, Managing ,, 
Director, Lehman Bros. Inc., 
New York 
Norman A. Peden, Vice- 
President, Edmonton 


Simon Reisman, President, 
Reiscar Ltd. Ottawa 

Dr. Nathan Schecter, Physician, 
Ottawa. 

*Nathan Starr, President, Toronto 
Samuel Wallin, Vice-President, 
Queen-Yonge Investments Ltd., 
Toronto 

*Donald J. Wilkins, Director, 
Burns Fry Limited, Toronto 

*W. Frederick Wilks, Executive, 
Williamsville, New York 
(deceased Dec. 1977) 


“Members of Executive Committee 


Officers and staff 


Hyman Bessin, Chairman of the 
Board (deceased Feb. 1978) 
Nathan Starr, President 

George Forzley, Senior Vice- 
President and General Manager 


Norman A. Peden, Vice- 
President 

Douglas G. Cumming, Vice- 
President, Western Operations 
Donald J. Dawson, Vice- 
President, Eastern Operations 
Arnold Glass, Vice-President, 
Finance 

Samuel H. Blank, Vice-President, 
Director of Corporate Purchasing 
Blake E. Forrest, Vice- 
President, International Division 
John F. Driscoll, Manager 
Corporate Affairs and Assistant 
to the President 

Leonard J. Kenna, Vice- 
President, Special Projects 
Allan Ireland, Assistant to the 
Senior Vice-President (Inventory 
Control) 

Allan R. Smith, Assistant to the 
Senior Vice-President & Bumper 
to Bumper Co-ordinator 

David M. Craig, Vice-President, 
Credit 

Leonard G. Walker, Manager, 
Internal Audit (Western Canada) 
Samuel N. Smilski, Comptroller 
Alex Kozma, Vice-President, 
Internal Audit (Eastern Canada) 
Kiyo Nonomura, Merchandising 
Manager, Corporate Automotive 
Division 

Wallace Greenspoon, Director of 
Marketing Services, Automotive 
and Industrial 

Peter L. Sarantos, Corporate 
Transportation Manager 

Victor A. Aker, Vice-President 
and General Manager, British 
Columbia 

Theodore Stokes, Vice-President 
and General Manager 
Saskatchewan 

Donald T. Langton, Vice- 
President and General Manager, 
Ontario Automotive Division 
Andre Rousseau, Vice- President 
and General Manager, Quebec 
Harry C. Paul, Vice-President,. 
hac. Paul Ltd: 


Lloyd Utigard, Vice-President 
and General Manager, Western 
Automotive Rebuilders 

E. Roland Williams, Assistant 
General Manager, British Columbia 
Allan Strachan, General 
Manager, Southern Alberta 
Arnold Harbour, Assistant 
General Manager, Manitoba 
and North Western Ontario 
Joseph J. Rorai, General Manager, 
Ontario Industrial Division 
Vivian Daly, General Manager, 
HC. Paul Ltd. 

Robert Govenlock, Assistant to 
the Vice-President, Western 
Operations 


Corporate Data 


Auditors 

Thorne Riddell & Co., Winnipeg 
Transfer Agents and Registrars 
Common Shares 

The Canada Trust Co. 
Vancouver, Winnipeg, Toronto 
and Montreal 

Second Preference Shares 
Series A and 712% series A 
Debentures 

The Crown Trust Company 
Vancouver, Winnipeg, Toronto 
and Montreal 

Counsel 

Sokolov, Klein & Company 
Winnipeg 

Fiscal Agents 

Burns Fry Limited, Toronto 
Share Listings 

Toronto, Vancouver and 
Winnipeg Stock Exchanges 
Ticker Symbol: ACK 


Head Office 

125 Higgins Avenue, 
Winnipeg, Manitoba R3B 0B6 
Telephone (204) 956-0880 
Executive Office 

100 Norfinch Drive 
Downsview, Ontario 

M3N 1X2 

Telephone (416) 638-7900 


Executive Office 


100 Norfinch Drive 
Downsview, Ontario 

M3N 1X2 

Telephone (416) 638-7900 


Major Affiliate Companies 
Autolec 

Canadian Electronics 
Gillis & Warren 

HeGePaul 

Major Appliances 

Maurice Rousseau Et Cie 
Modern Automotive Warehousing 
Moto-Rite 

Regent Automotive 

Taylor, Pearson & Carson 


Western Automotive Rebuilders 


Western Warehouse Distributors 
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To Shareholders: 


The downward trend in sales and profits continued in the 
second quarter. The poor performance reflects further 
weakness in consumer and business spending for the com- 
pany’s main markets. 


Sales were $127.7 million, off two percent from the $130.4 
million achieved in the comparable period of 1976. 


Net income for the six months was $141,000 or 1¢ per 
common share, compared to $1.9 million or 72¢ per com- 
mon share last year. Included in net profit for the first half 
of 1977 is a pre-tax gain on sale of fixed assets of $317,000 
or 9¢ per common share after tax. The 1976 profit figure in- 
cludes a pre-tax gain on sale of fixed assets of $472,000. 


Loss from operations in the first half of 1977 was $33,000 
and, after allowing for taxes and preferred dividend pay- 
ments, amounted to 8¢ per common share. 


Overall demand for auto parts and accessories, Acklands’ 
largest product group, has weakened. This appears to be 
an industry-wide problem. According to recent figures pub- 
lished by Statistics Canada, sales at the wholesale level are 
trending downward. We believe this pause in consumer 
spending is only temporary and probably reflects strong 
new car sales in the first quarter. The trade-off between re- 
pairing an old car or buying a new one presently appears 
to favour the vehicle manufacturer. 


Sales of industrial supplies and equipment are generally 
sluggish. Business and government spending on plant and 
equipment is down and farm and construction activity is 
slow. 


However, there are positive trends developing which will 
assist a profit recovery. Canadian wage settlements appear 
to be moderating and interest rates are declining. Consider- 
ing that Acklands has 3,600 employees and an annual inter- 
est expense bill of nearly $12 million, both these factors 
are significant in terms of profit performance. 


Recent amendments to the March Federal Budget will 
provide Acklands with an inventory inflation adjustment 
in 1977. The change will allow a deduction of two percent 
of the opening value of our inventories from pre-tax income. 
Acklands’ opening inventories in 1977 were $92 million. 
This will contribute substantially to overall year end results. 


On balance, the outlook for the rest of the year is for 
improved performance. Thank you for your continuing 
support. 


On Behalf of the Board, 


Yow) Pee... 


Executive Office Nathan Starr 
100 Norfinch Drive President 
Downsview, Ontario 
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Acklands aux actionnaires: 


La tendance declinante des ventes et des bénéfices a per- 
sisté durant le deuxiéme trimestre. Les résultats médiocres 
traduisent la faiblesse des achats tant par les consomma- 
teurs que par les entreprises sur les principaux marchés 
de lacompagnie. 

Le chiffre d’affaires s’établit 4 $127.7 millions, inférieur 
de deux pour cent a celui de la période correspondante de 
1976 ($130.4 millions). 

Pour le semestre, les bénéfices nets se chiffrent a 
$141,000 ou 1¢ par action ordinaire, contre $1.9 million ou 
72¢ par action ordinaire l’an dernier. Les résultats du pre- 
mier semestre 1977 comprennent le profit avant impét 
réalisé sur la vente de valeurs immobilisées de $317,000, 
soit 9¢ par action ordinaire aprés impét. Les résultats de 
1976 avaient compris le profit avant impét réalisé sur la 
vente de valeurs immobilisées de $472,000. 

L’exploitation au cours du premier semestre 1977 se 
solde par une perte de $33,000 qui, aprés provision pour 
impots et déduction des dividendes privilégiés, s’éleve a 
8¢ par action ordinaire. 

La demande globale d’accessoires et de piéces de re- 
change pour automobiles, premier marché d’Acklands, a 
flechi. Il semble que toute |’industrie affronte ce probleme. 
En effet, selon les chiffres recemment publiés par Statisti- 
que Canada, les ventes au niveau du commerce de gros 
accusent une tendance a la baisse. Nous croyons que le 
temps d’arrét de la part des consommateurs est de carac- 
tere passager seulement, probablement en rapport avec 
les fortes ventes d’automobiles neuves au cours du pre- 
mier trimestre. La décision entre la reparation d’une vieille 
voiture et l’acquisition d’une neuve s’appuie sur des con- 
siderations qui favorisent pour le moment le constructeur 
d’automobiles. 

Les ventes de fourniture et equipements industriels sont 
geénéralement au ralenti. Les immobilisations de la part de 
l'industrie et des gouvernements ont baissé et l’agriculture 
et le batiment décélérent leurs activités. 

Cependant, des tendances positives se font jour et 
celles-ci favoriseront le redressement des profits. Les ré- 
glements des revendications salariales au Canada sem- 
blent retourner a la modération et les taux d’intérét bais- 
sent. Etant donné qu’Acklands compte 3,600 salariés et 
que sa note annuelle d’intéréts lui revient a prés de $12 mil 
lions, ces facteurs revétent une grande importance en 
matiére de rentabilité. 

D’autre part, en vertu de récentes modifications appor- 
tees au budget fédéral de mars, Acklands bénéficiera en 
1977 d’un allegement fiscal en fonction de I’inflation affec- 
tant les stocks. Cette modification nous permettra de de- 
duire deux pour cent de la valeur de nos inventaires a |’ou- 
verture de nos bénéfices avant impdts. Or, en 1977, Ack- 
lands avait a l’ouverture des stocks d’une valeur de $92 mil- 
lions. Cette mesure aura donc un effet considérable sur 
les résultats globaux ala cléture de l’exercice. 

Somme toute, les perspectives pour le reste de |’exercice 
sont ceux d’une amélioration des résultats. 

Le Conseil vous remercie de la confiance que vous |ui 
témoignez. 


Au nom du Conseil, 


iS fae 


Nathan Starr 
Président 


Bureaux de direction 

100 Norfinch Drive 
Downsview, Ontario 
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